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The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 2008) to permit payment of certain cost-of-living 
allowances outside the continental United States at rates in excess of 
25 percent of the rate of basic compensation, having considered the 
same; report favorably thereon, without amendment, and recommend 
that the bill do pass. 

PURPOSE 


Section 207 of the Independent Offices Appropriation Act of 1949, 
as amended, provides, in part, that appropriations or funds available 
for payment of salaries or compensation to persons stationed outside 
the United States or in Alaska whose basic compensation is fixed by 
statute, also shall be available for the payment of additional com- 
pensation to such persons based upon living costs substantially higher 
than in the District of Columbia. However, under the third proviso 
of such section, in no event may the additional compensation payable 
exceed 25 percent of the basic rate of compensation. S. 2008, if 
enacted into law in its present form, would amend the third proviso 
of section 207 to enable the President to authorize the payment of the 
additional compensation provided under the said section at a rate in 
excess of 25 percent of the basic compensation of positions in areas 
where living costs are clearly and substantially more than 25 percent 
above living costs in the District of Columbia. 


STATEMENT 


Testimony presented to the committee revealed that the present 
limitation of 25 percent is particularly burdensome to the military 
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departments because of the effect that it has had on the recruitment 
and retention of civilian personnel in the Alaskan theater. 

Alaska is one of the most undesirable and also one of the highest 
cost-of-living areas for which substantial numbers of mainland em- 
ployees must be continuously recruited. Experience has indicated 
that it takes two or three times as long to fill jobs in Alaska as it does 
generally for overseas areas. Many jobs have had to be canceled 
because of the impossibility of recruiting sufficient personnel in time 
for the appropriate work season. 

Another indication of the problem is reflected by the turn-over rate 
in certain areas of Alaska which on occasion exceeds 100 percent per 
year. To illustrate, official Department of the Air Force records 
show that, during the month of May 1951, when average Air Force 
employment in Alaska was about 2,600 there were 232 separations 
and 203 accessions. The separations amounted to 8.9 percent of the 
average monthly personnel strength, or a turn-over of approximately 
106 percent per year. 

Representatives of the Division of Price and Cost of Living of the 
Bureau of Labor Statistics testified before the committee that a re- 
cent survey showed that prices of goods and services, including rent, 
were 40 percent higher in Anchorage and 47 percent higher in Fair- 
banks than in Seattle. Living costs in Seattle are only slightly less 
than in the District of Columbia. 

Information recently received from the Alaskan Air Command in- 
dicates that in Anchorage rents vary from around $50 per month for 
the average sleeping room in a private home to $200 or more for a 
family apartment. The only family quarters ordinarily available for 
civilian employees of Elmendorf Air Force Base rent from $105 per 
month for efficiency apartments for man and wife only, to $145 and 
$149 per month for a two-bedroom apartment. The rent does not 
cover utilities other than heat. 

Other statistics show that bread is 40 cents a loaf; milk, 40 cents a 
quart; taxicabs in Anchorage charge a minimum of $1 for a short ride, 
and haircuts are $2.50. 

The employment problem in Alaska has been further complicated 
by the fact that a considerable portion of work accomplished on be- 
half of the Federal Government in that area is performed by contract 
rather than direct hire. As a result, the Federal Government, in 
effect, pays a realistic wage to personnel employed by contractors, 
while at the same time it is unable under existing law to grant a fair 
cost-of-living allowance to its own employees. 

Civilian employers have adjusted their wages to this scale. Un. 
skilled laborers are paid about a thousand dollars a month. A pro- 
fessional employee of a Federal agency business management staff in 
the Anchorage office recently applied for 3 months’ leave without pay, 
so that he could accept employment as a common laborer at a thousand 
dollars a month, plus room and board. 


RECOMMENDATION 


Existing statutes authorizing cost-of-living allowances at foreign 
posts have no ceiling provision comparable to the 25 percent limitation 
on territorial cost-of- living allowance rates. In this respect, 5. 2008 
would bring the authority for Territorial cost-of-living siomiabecs 
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more in line with existing authorities for similar cost-of-living allow- 
ances at foreign posts. 

The committee is unanimous in its recommendation that S. 2008 be 
approved by the Congress as expeditiously as possible in order to 
alleviate the inequities pointed out in this report. However, the 
committee wishes to point out that increases in excess of the present 
25 percent limitation should only be authorized where the Bureau of 
Labor Statistics has certified, after careful and complete analysis, 
that a higher authorization is justified. The committee is of the 
opinion at the present time that such authorization is necessary only 
in certain areas of Alaska. It also recommends that the Civil Service 
Commission report at least semiannually to the appropriate commit- 
tees of the Congress full details and reasons for any authorization in 
excess of 25 percent. 

AGENCY REPORTS 


Attached hereto and made a part of this report are letters from the 
Civil Service Commission, the Bureau of the Budget, and the Secretary 
of Commerce. 


Unitrep States Civit SERVICE COMMISSION, 
Washington 25, D. C., September 18, 1951. 
Hon. Ouin D. JoHNstTOoN, 
Chairman, Committee on Post Office and Civil Service, 
Room 134, Senate Office Building, 
United States Senate, Washington 25, D. C. 

Dear SENATOR JOHNSTON: This is in further reference to your letter of August 
16, 1951, requesting the Commission’s comments on S. 2008, a bill to permit pay- 
ment of certain cost-of-living allowances outside the continental United States 
at rates in excess of 25 percent of the rate of basic compensation. 

The purpose of the bill is to permit the establishment of territorial cost-of-living 
allowance rates in excess of the present statutory maximum of 25 percent of rates 
of base pay. 

Except for existing authorities for payment of salary differentials in the Panama 
Canal Zone, section 207 of the Independent Offices Appropriation Act, 1949, as 
amended by section 104 of the Supplemental Independent Offices Appropriation 
Act, 1949, provides the only general statutory authority for payment of additional 
compensation for service in territorial areas. This section authorizes additional 
compensation payable in accordance with regulations prescribed by the President, 
at rates not in excess of 25 percent of basic pay rates, for persons stationed outside 
the continental United States or in Alaska whose rates of base pay are fixed by 
statute (such as those in the Classification Act group or in the postal service). 
Such additional compensation is to be based on living costs substantially higher 
than in the District of Columbia or conditions of environment which differ sub- 
stantially from conditions of environment in the States and warrant additional 
compensation as a recruitment incentive. 

Executive Order 10000 prescribes general regulations for payments under 
section 207, as amended, and places on the Civil Service Commission responsi- 
bility for prescribing additional regulations and establishing rates of payment with 
respect to territorial areas of the United States. The order places similar responsi- 
bility on the Secretary of State with respect to foreign posts. 

Under the provisions of section 207, as amended, and Executive Order 10000, 
two types of additional compensation may be paid in territorial areas. They are 
(1) a territorial cost-of-living allowance based on living costs substantially higher 
than in the District of Columbia, and (2) a territorial post differential based on 
conditions of environment which differ substantially from conditions in the States 
and warrant additional compensation as a recruitment incentive. 

In accordance with the second proviso of section 207, as amended, the order 
provides that only post differentials, based on conditions of environment, may be 
yaid under authority of this section to employees stationed at foreign posts. 

ifferences in living costs at foreign posts, other than the cost of quarters, are 
compensated through post allowances prescribed by the Secretary of State and 
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based on the relative level of living costs at each foreign post as compared with 
Washington, D. C. Such foreign cost-of-living allowances are authorized for 
employees of the Foreign Service under the State Department by section 901 (2) 
of the Foreign Service Act of 1946, and for employees of other agencies by annual 
appropriation act provisions, during fiscal year 1951 by section 1203 of the General 
Appropriation Act, 1951. The cost of quarters is not reflected in the foreign 
cost-of-living allowance for the reason that employees at foreign posts either are 
provided quarters without charge by the Government or are paid a quarters allow- 
ance designed to reimburse them for the full cost of their quarters. 

With one notable exception, additional compensation authorized by section 207 
has been sufficient to meet the diverse compensation problems of Federal employ- 
ment in territorial areas. The one exception is the situation existing in parts of 
Alaska, where living costs are so much higher than in the States that the existing 
25 percent rate of territorial cost-of-living allowance is inadequate. 

A report of the Personnel Policy Board of the Department of Defense, pre- 
pared in July 1950, contains the following statements about the effects in Alaska 
of the 25-percent statutory limitation on rates of Territorial cost-of-living allowance: 

“This limitation is particularly burdensome to the military departments 
because of the significance of their activities in Alaska which represents one of 
the most undesirable and also one of the highest cost areas for which substantial 
numbers of mainland employees must be continuously recruited. Recent infor- 
mation indicates that it takes two or three times as long to fill jobs in Alaska as it 
does generally for other overseas areas, even when discounting the fact that many 
jobs for that area must be canceled because of the impossibility of recruiting in 
time for the appropriate work season. Another indication of the problem is 
that the turn-over rate in certain areas of Alaska exceeds 100 percent per year. 
A considerable portion of work is performed by contract rather than direct hire, 
and the Federal Government thus pays a realistic wage to contractors’ personnel 
at the same time it is unable to grant a fair cost-of-living allowance to its own 
employees. * *.* Although no exhaustive survey is known to have been 
made in all the primary employment areas of the military departments, it has 
been estimated that a reasonable cost-of-living allowance in certain areas should 
be as high as 45 percent. It appears that the removal of the statutory limitation 
on the Territorial cost-of-living allowance would facilitate the recruitment of 
qualified personnel and would reduce turn-over.” 

Although under present conditions the problem of the Defense Department 
is most critical, other Federal agencies in Alaska are faced with the same con- 
ditions. In a letter dated June 6, 1951, the Chairman of the Civil Aeronautics 
Board stated: 

“The inadequacy ef this [25 percent rate of territorial cost-of-living allowance] 
can be gaged by a survey of the Bureau of Labor Statistics which established that 
living costs in Anchorage, Alaska, were 40 percent higher than in Seattle in Febru- 
ary 1951. Since February the initiation of major defense construction projects 
in the Territory has resulted in substantially greater living costs. If no relief 
is provided within the immediate future it is anticipated that most of the Board’s 
Alaska staff will request transfer to posts within the continental United States or 
will resign from Government service. Attempts to recruit and retain replace- 
ments would seem to offer little hope for success under existing conditions.” 

A survey of living costs in Fairbanks and Anchorage as compared with Seattle, 
conducted by the Bureau of Labor Statistics in February 1951, furnishes the most 
objective and comprehensive information available about the relative level of 
living costs in certain parts of Alaska. This study showed that prices of goods 
and services, including rent, were 40 percent higher in Anchorage and 47 percent 
higher in Fairbanks than in Seattle. A survey of the total cost of the standard 
city worker’s family budget conducted by the Bureau of Labor Statistics for 34 
large cities as of October 1950 resulted in an index of 97 for Seattle, with the Dis- 
trict of Columbia, as 100. Thus, living costs in Alaska bear nearly the same 
relationship to living costs in the District as they do to living costs in Seattle. 

Under these circumstances, a serious administrative problem is created by the 
statutory limitation of the territorial cost-of-living allowance to 25 percent of base 
salary rates. Operating officials in Alaska may be faced with the necessity of 
choosing between (a) failing to accomplish the work for which they are responsible, 
(b) doing an inefficient job with unqualified personnel, or (c) increasing pay rates 
by such subterfuges as placing positions in higher Classification Act grades than is 
warranted by their duties. None of these alternatives is desirable. 

The proposed legislation would make it possible to establish in Alaska, wherever 
appropriate, a rate of cost-of-living allowances in excess of 25 percent of base pay 
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rates. Although the condition requiring such treatment is now confined to Alas- 
ka, the authority would be general so as to permit similar action at other Terri- 
torial posts if like conditions are ever encountered elsewhere. In this respect 
the proposed authority would be parallel to the existing statutory authority for 
cost-of-living allowances at foreign posts. 

S. 2008 recognizes, however, that the 25-percent limitation remains the general 
rule for additional compensation payable in Territorial areas, and that a Terri- 
torial cost-of-living allowance rate in excess of 25 percent is permissible only in 
exceptional circumstances. For this reason, the language provides that the dif- 
ference between the Territorial living costs concerned and those in the District of 
Columbia be both clearly and substantially in excess of 25 percent. 

The Commission recommends the enactment of 8. 2008 as essential to sound 
pay administration and the efficient execution of Federal activities in Alaska. 
The need is critical at this time because of the vital national defense activities 
in this area. 

We have been advised by the Bureau of the Budget that this proposed legis- 
lation is in accord with the President’s program. 

By direction of the Commission: 

Sincerely yours, 
Rospert RamspecK, Chairman. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., September 12, 1951. 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington 25, D. C. 


My Dear Senator Jonnston: This will acknowledge your letter of August 16, 
1951, inviting the Bureau of the Budget to comment on 8. 2008, a bill to permit 
payment of certain cost-of-living allowances outside the continental United States 
at rates in excess of 25 percent of the rate of basic compensation. 

S. 2008 would further amend section 207 of Public Law 491, Eightieth Congress 
as.amended by section 104 of Public Law 862, Eightieth Congress, by providing 
“that the President may authorize payment of such additional compensation 
based on living costs substantially higher than in the District of Columbia at 
rates in excess of 25 per centum of the rate of basic compensation in areas where 
living costs are clearly and substantially more than 25 per centum above living 
costs in the District of Columbia.”’ 

The Civil Service Commission, in its letter of August 10, 1951, to the President 
of the Senate proposing this bill, cited current legislation governing the payment 
of additional compensation due to the difference in living costs between Washing- 
ton and overseas posts. It pointed out that although the 25 percent limitation 
imposed on payment of the cost-of-living allowance to employees in territories 
and possessions had been generally sufficient to meet the problem of equalizing 
real wages with those of continentally employed Federal employees, there is at 
present an exception in the case of parts of Alaska where cost-of-living has sub- 
stantially exceeded a 25 percent differential. A Bureau of Labor Statistics 
survey in February 1951 revealed that living costs compared with those in Seattle 
were 40 percent higher in Anchorage and 47 percent higher in Fairbanks, 

The steadily worsening employment situation in Alaska, resulting from mount- 
ing cost of living and increasing competition in the labor market from Government 
contractors engaged in the vital defense program, is of serious concern to the 
military departments, and to the Departments of Interior, Agriculture, and 
Commerce among others. In its study of various remedial proposals made by 
several of thése Federal agencies and in consultation with those most immediately 
concerned, the Bureau has concluded that relief provided in 8. 2008 is the most 
feasible at this time and would go a long way toward establishing a reasonable 
compensation in the Government’s effort to retain personnel. This bill does not 
provide an extra monetary inducement for employment abroad; it simply allows 
for payment of real wages—for equal purchasing power—comparable with that 
granted Federal employees in the United States. While the Based has under 
study legislative proposals to establish allowances which would constitute recruit- 
ment and retention incentives similar to those now granted Federal employees in 
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foreign countries, we believe that further thought must be given before a satis- 
factory solution is ready for submittal to the Congress. 
The Bureau of the Budget strongly urges favorable consideration by your 
committee of the proposal embodied in 8. 2008. 
Sincerely yours, 
ELMER B. Sraats, Acting Director. 





.THE S#cRETARY OF COMMERCE, 
Washington 25, April 4, 1952. 
Hon. O1in D. JoHNsTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in further reply to your request of Sep- 
tember 19, 1951, for the views of this Department concerning 8S. 2008, a bill to 
permit payment of certain cost-of-living allowances outside the continental United 
States at rates in excess of 25 percent of the rate of basic compensation. 

The bill would authorize cost-of-living payments in excess of 25 percent of base 
salary to be paid to employees of the Government working outside the continental 
United States when the cost of living at the station of the employee exceeds by 
more than 25 percent the cost of living in the District of Columbia. The bill 
would remove the present ceiling of 25 percent of the base pay of the employee 
for such compensation. 

This Department urges the early enactment of legislation authorizing a realistic 
cost-of-living allowance for employees stationed outside the continental United 
States. 

The employee whose permanent station is in a foreign country receives a cost- 
of-living allowance based upon the actual need therefor with no ceiling limitation 
applicable thereto. The present law constitutes an unwarranted discrimination 
against employees serving in the Territories and possessions. 

Moreover, the present 25 percent limitation on such allowances subjects the 
employee working in isolated spots to a real hardship. Not only is the employee 
in many cases located at a station where the amenities of life are not available to 
him, but, in addition, the limitation on the cost-of-living allowance results in the 
employee stationed in an area of high living costs being penalized in purchasing 
power for his service under conditions of hardships. For example, this Depart- 
ment has employees in Alaska who maintain isolated installations. Those em- 
ployees not only undergo great sacrifices in terms of living conditions, buf, in 
addition, they find that the 25 percent cost-of-living allowance is entirely inade- 
quate to meet the higher costs now prevalent in Alaska for the essentials of life. 
As a result, the Department finds it increasingly difficult to recruit and retain 
qualified personnel for service at essential stations in such areas of high living costs. 

The Department of Commerce therefore strongly urges the enactment of legis- 
lation such as 8. 2008. 

We are advised by the Bureau of the Budget that there would be no objection 
to the transmission of this report, and further that the Bureau of the Budget, 
with the concurrence of the Civil Service Commission and the Department of 
Defense, feels that the relief provided in 8. 2008 in its present form is the most 
feasible at this time. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 
Tuomas W. 8. Davis, 
Acting Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill 8S. 2008, 
as reported, are shown as follows (new matter is printed in italics, 
existing law in which no changes are proposed is shown in roman): 


p- 
to 
ed 
se 
V 
ill 


ec 


ic 


d 


te 


pe 
to 


- 


we 


ADDITIONAL COMPENSATION FOR CERTAIN FEDERAL EMPLOYEES 7 


THE SUPPLEMENTAL INDEPENDENT OFrFrices APPROPRIATIONS Act, 1949 
SECTION 104 OF PUBLIC LAW 862, EIGHTIETH CONGRESS 


Sec. 104. Section 207 of the Independent Offices Appropriation Act, 1949, is 
hereby amended to read as follows: 

“Sec. 207. Any appropriations or funds available to the executive departments, 
independent establishments, and wholly owned Government corporations for the 
payment of salaries and compensation to persons stationed outside the continental 
United States or in Alaska whose rates of basic compensation are fixed by statute, 
shall be available for the payment of additional compensation to such persons, 
based on living costs substantially higher than in the District of Columbia, or 
conditions of environment which differ substantially from conditions of environ- 
ment in the States and warrant additional compensation as a recruitment incen- 
tive, or both such factors: Provided, That such additional compensation, except 
as otherwise specifically authorized by law, shall be paid only in accordance with 
regulations prescribed by the President establishing rates of such additional 
compensation and defining the area, groups of positions, and classes of persons 
to which each such rate applies: Provided further, That no additional compensation 
based on living costs substantially higher than in the District of Columbia shall 
be paid under this section to any person who is entitled to receive a cost-of-living 
allowance under section 901 (2) of the Foreign Service Act of 1946 or section 204 
of this Act: Provided further, That such additional compensation shall not exceed 
in any instance 25 per centum of the rate of basic compensation, except that the 
President may authorize payment of such additional comzensation based on living 
costs substantially higher than in the District of Columbia at rates in excess of 25 
per centum of the rate of basic compensation in areas where living costs are clearly 
and substantially more than 25 per centum above living costs in the District of Colum- 
bia: Provided further, That this section shall be effective sixty days after the date 
of approval of this Act, or on such earlier date as may be specified in regulations 
issued by the President hereunder, and additional compensation payable under 
regulations and procedures in effect on the date of approval of this Act may 
continue to be paid until the effective date of this section.” 
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